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COST ACCOUNTING STANDARDS BOARD
A draft proposal to transfer the authorities and functions of the Cost
Accounting Standards Board to the director of the Office of Management
and Budget was defeated in a 9/23/80 mark up session of the Senate
Banking Committee due to lack of a quorum. The draft proposal was in
the form of a rider to a minor House-passed bill H.R. 5800. According
to the testimony of Comptroller General and Chairman of the CASB, Elmer
Staats, the principal tasks assigned to the CASB, as stated in the Board's
mandate (P.L. 91-379) to "promulgate cost accounting standards designed
to achieve uniformity and consistency in the cost accounting principles
followed by defense contractors and subcontractors under federal con
tracts," have now been substantially completed. Mr. Staats further stated
that "by merging the function of the CASB into the OMB, we may therefore
enhance the future effectiveness of both." A principle witness, Karen
Williams, Administrator of Federal Procurement Policy, OMB stated, "the
Administration finds this proposed legislation an acceptable solution to
the future of the cost accounting standards issues." Future considera
tions of the proposal are unpredictable, although it is possible the
measure will be reevaluated.
COUNCIL ON WAGE AND PRICE STABILITY
Voluntary Pay and Price Standards, which would otherwise expire on 9/30/80,
have been extended to the end of 1980 according to a recent CWPS press
release. Under the extension there will be no change in the basic price
standard and it will be relatively simple to extrapolate the 7.5 to 9.5
percent range of the pay standard, the Council said. The Pay and Price
standards, Subparts A,C and D of Part 705, were first announced on
10/24/78, as part of the President's anti-inflation program. The Presi
dent announced- that the Administration will conduct a thorough review
of the program by the end of the year and offer possible alternatives.
According to Council Director Robert Russell, "In the meantime, there
is a clear need for pay and price restraint and we are convinced that
the best approach, in the absence of alternatives, is continuation of the
standards. We will continue vigorous monitoring." While the basic price
standard will remain the same as in the second year of the program, a
number of minor changes have been made to ensure "equity and fairness. ”
1) The Council decided on a provision that authorizes adjustments for
cost savings as a result of investment in new plants or equipment where
productivity gains can be documented.
2) In the interest of minimizing
compliance costs, the Council has made no fundamental changes in the
basic price standard.
It has, however, formalized its commitment to be
"very receptive "to individual company or industry requests for adjustment
of price limitations that are felt necessary because of uncontrollable
cost increases.
3) The petroleum refinery standard has been changed to
encourage the use of lower-cost crude oils and to provide an incentive to
upgrade product mixes. This revision promotes national energy goals and
needs. The effective date of revised Part 705 is 10/1/80. Comments are
requested by 10/20/80. For additional information contact Eugene Roberts,
equipment, at 202/456-7784; Steve Hiemstra, agriculture, 202/456-7740;
Larry Forest, energy, 202/456-7747; Joseph Lackey, construction, 202/
456-7156; or Arthur Corazzini, health, 202/456-7730.
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In a related matter, the House of Representatives voted 229 to 165
to extend the CWPS authorization through 9/30/81, but reduced the committee appropriation by almost $3 million.
FEDERAL RESERVE BOARD
Disclosure of renegotiable rate mortgages and security interest in closed end
credit transactions v^re the subjects of two staff interpretations recently
released by the Board. Release FC-0172 permits disclosure for renegotiable
rate mortgages, as a variable rate obligation under 12CFR 226.8(b) (8),
or as a balloon payment obligation under section 226.8(b) (3), which, if
renewed, constitutes refinancing. Release FC-0173 holds that a creditor
need not disclose as a security interest in a closed end credit transaction,
its right to insurance proceeds or unearned premiums nor does it need to
disclose that it is named as loss payee or beneficiary on an insurance policy.
GENERAL ACCOUNTING OFFICE
Congressional focus on the Federal Government's use of contractors and con
sultants continued last week, with hearings by Rep. Bob Eckhardt (D-TX)
on 9/24/80, and Sen. Max Baucus (D-Mont) on 9/25/80.
In addition, on 9/24/80
a mark-up of H.R. 7674, the "Consultant Reform Act of 1980", a bill
originally introduced by Rep. Herb Harris (D-VA) on 6/26/80, was post
poned due to the lack of a quorum. Rep. Harris held hearings on his bill
and had his subcommittee report the bill to the Committee on Post Office
and Civil Service. Failure of the Committee to act on H.R. 7674 last week
might delay consideration by the House of Representatives until November,
or conceivably next year. Rep. Eckhardt’s hearing was his fourth which
dealt specifically with the question of the "potential for conflict-ofinterest which arises when regulatory agencies contract for economic and
technical analysis to be performed by consulting firms who perform similar
analysis for regulated industry." Sen. Baucus' Subcommittee on Limitations
of Contracted and Delegated Authority held its hearing on 9/25/80 to con
tinue a "review of contract and consultant abuses and efforts to curb them."
Sen. Baucus also introduced S. 3141, the "Public Contract Accountability
Act of 1980" on 9/23/80.
In general, the bill is broken down into three
segments: advertisements for proposals for purchases and contracts; re
strictions and conditions with respect to advance payments; general limita
tion on contracts for services which are readily available within the agency.
In a related matter, the GAO raised the "issue of unincorporated profes
sionals such as consultants, lawyers, accountants, etc." in a hearing before
a House oversight subcommittee on 9/18/80. Addressing the subject of "im
proving Federal agencies' compliance with the requirement that they must file
information returns with IRS for non-employee compensation," GAO stated that
the "IRS should consider requiring that payments for professional services by
lawyers, accountants, and other professionals be subject to the 1099 filing
requirements regardless of whether these services are furnished by an indivi
dual or by a corporation."
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SECURITIES AND EXCHANGE COMMISSION
A Proposed Comprehensive Revision to System for Registration of Securities
Offerings is the subject of proposed rulemaking by the SBC (see the 9/25/80
Fed. Peg. , pp. 63693-724). The SEC is publishing for comment the revision
which includes new forms to be used to register offerings under the Securities
Act of 1933. This proposal, according to the SEC, "represents another
major step in the Commission's efforts to integrate the disclosure systems
under the various Federal securities laws and to simplify and streamline
the disclosure requirements imposed under those systems." Comments must
be submitted on or before 1/15/81. For further information contact Mary
Hammond at 202/272-3059.
A Proposed Revision of Form 10-Q, Quarterly Report is the subject of proposed
rulemaking by the SEC (see the 9/25/80 Fed. Reg., pp. 63724-31).
The
proposed amendments, according to the SEC, are designed to "encourage and
facilitate the integration of formally filed quarterly reports with informal
quarterly reports furnished to shareholders; make certain disclosure
requirements for interim periods consistent with the revised disclosure
requirements for annual periods; centralize a uniform set of instructions
for interim financial statements in Regulation S-X." Comments are due on
or before 12/15/80. For further information contact Lawrence Best at
202/272-2130.
TREASURY, DEPARTMENT OF
Contributions by banks to common trust funds of other banks which are members
of an affiliated group would not disqualify the funds as common trust funds
under recent IRS proposed rules (see the 9/22/80 Fed. Reg., pp. 62848-50).
The proposals, under tax code sections 584 and 6032 implement provisions
of the 1976 Tax Reform Act, and also contain rules for treatment of
income and loss items realized by a common trust fund. Recognition of
gain or loss by participants would be determined on their admission to or
withdrawal from such a fund. Comments on the proposal are requested by
11/21/80. For additional information, contact Kent Schreiner at 202/
566-3289.
Guidelines for keeping accounting records for the crude oil windfall profit
tax for a taxpayer's records which are maintained by an automated data
processing (ADP) system have recently been announced by the IRS. Revenue
Ruling 80-272 describes what type records are needed to comply with the
windfall profit tax and requires that records be kept in machine-sensible
form if processed in an automated accounting system. Revenue Procedure
80-42 gives the ADP recordkeeping guidelines. The revenue procedure is
effective as of 9/23/80. Both the Rev. Rul. and the Rev. Proc. will be
published in the Internal Revenue Bulletin 1980-41, dated 10/14/80.
Interest free adjustment for erroneous FICA and Railroad Retirement Tax Act
(RRTA) filings will be permitted under regulations proposed by the IRS
(see the Fed. Reg., pp. 63879-80). The interest free adjustment would
be available where an employer has, in error, filed a Form 941 and paid
FICA on an employee's wages rather that filing Form CT-1 and paying RRTA
Tax or vice versa. These amendments are proposed under section 6205 of the
IRC. Comments are requested by 11/25/80. For additional information contact
John Tolleris at 202/566-3294.
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The IRS announced , that life insurance companies will not be considered
the owner of certain savings and loan association accounts held in connection with
so-ca
lled "wrap-around annuity" contracts sold to depositors.
The interest on
these accounts is therefore includible in the gross income of the depositors.
This announcement is contained in Rev. Rul. 80-274, which is attached and will
also appear in IRB No. 1980-42, dated Oct. 20, 1980.
IRS announced , that it has stopped issuing rulings on the federal in
cane tax consequences of modified coinsurance contracts under section 820
of the IRC. The IRS said that no rulings involving section 820 will be
issued until a study of this area is completed. This announcement will
appear as Rev. Proc. 80-41, IRB No. 1980-41, dated Oct. 14, 1980.
legislation to further graduate the corporate income tax rate has been intro
duced by Rep. J. J. Pickle (D-TX) of the House Ways and Means Committee. Co
sponsored by House Small Business Committee Chairman Neal Smith (D-IA), H.R.
8127, would change the present five tiered corporate income tax rate
structure to seven tiers of income by 1982. The Pickle-Smith bill is
identical to provisions included in the Senate Finance Committee’s tax cut
bill, H.R. 5829. Under the legislation, the 1981 tax rate structure would
be 15% on income up to $25,000; 20% on $25,000 to $50,000; 30% on $50,000
to $100,000; 40% on $100,00 to $150,000; and 45% on more than $150,000 in
income. The 1982 structure would be 15% on income up to $25,000’ 20% on
$25,000 to $50,000; 25% on $50,000 to $75,000; 30% on$75,000 to $100,000;
35% on $100,000 to $150,000; 40% on $150,000 to $200,000; and 44% on income
over $200,000.
SPECIAL:

EXTENSION OF CLAYTON ACT TO PARTNERSHIPS BECOMES LAW

Extension of the Clayton Act to partnerships and other non-corporate entities
became effective, as Public Law 96-349, and was signed by the President on
9/12/80. This law originated as the "Antitrust Procedural Improvements
Act of 1979" and was introduced by Sen. Howard Metzenbaum (D-Ohio) on
2/8/79. The main thrust of the bill is to expedite and reduce the costs
of antitrust litigation. This bill amended Section 7 of the Clayton Act to
include partnerships and other noncorporate entities, and was passed on 7/28
/79. H.R. 4049 was introduced by Rep. Peter Rodino (D-NJ) on 5/10/79, and
also amended Section 7 of the Clayton Act to extend the A c t ’s jurisdiction to
acquisitions between noncorporate entities, a purpose which was identical
to Sen. Metzenbaum's.
In addition, Rep. Rodino's bill effectively reversed
a 1975 decision of the U.S. Supreme Court which had held that Section 7 of the
Clayton Act did not apply to acquisitions of companies whose activities were
basically intrastate, even though they "affected interstate commerce." H.R.
4049 was passed by the House on 4/28/80. House and Senate Conferees agreed on a
final version of the bill and sent it to the President for signature on 9/12/80.
New antitrust initiatives in the area of acquisitions by partnerships are
not anticipated.
Substantive requirements under the Clayton Act have not
changed as a result of this new law. The Sherman Act and Section 5 of the
Federal Trade Commission Act already possess the authority to challenge alleged
anticompetitive acquisitions or similar transactions by noncorporate entities.
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SPECIAL:

AICPA NATIONAL CONFERENCE ON FEDERAL TAXES

Tax Planning for Unusual Income or Loss will be the topic of the 1980 AICPA
National Conference on Federal Taxes to be held October 27 and 28, 1980,
at the Capital Hilton, Washington, D.C. Sen. William Roth (R-Del), co
author of the Kemp-Roth tax plan and Rep. Barber Conable (R-NY), ranking
minority member of the House Ways and Means Committee will be among the guest
speakers. Topics to be discussed at the conference include: inventories;
the 1980 Bankruptcy Tax Act; the use of multiple entity structures to minimize
taxes; installment sales; consolidated returns; Subchapter S; liquidation
planning; and, the reorganization of closely held corporations. The re
gistration fee is $175 and up to 16 hours of continuing professional educa
tion (CPE) credits will be offered. For additional information, contact
Peter Zimmermann at 202/872-8190.

For additional information, please contact:
Jim Kovakas, Gina Rosasco, Nick Nichols
or Kathee Baker at 202/872-8190
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